
520 

31 CFR Ch. V (7–1–11 Edition) § 598.408 

reason to know, that a specially des-
ignated narcotics trafficker has or has 
had an interest since the effective date. 

§ 598.408 Alleged change in ownership 
or control of an entity designated 
as a specially designated narcotics 
trafficker. 

(a) A change or alleged change in 
ownership or control of an entity des-
ignated as a specially designated nar-
cotics trafficker shall not be the basis 
for removal of that entity from the Of-
fice of Foreign Assets Control’s Spe-
cially Designated Nationals and 
Blocked Persons List (‘‘SDN List’’) un-
less, upon investigation by the Office of 
Foreign Control and submission of evi-
dence by the entity, it is demonstrated 
to the satisfaction of the Director of 
the Office of Foreign Assets Control 
that the transfer to a bona fide pur-
chaser at arm’s length, or other means 
of changing ownership or control, is le-
gitimate and that the entity no longer 
meets the criteria for designation 
under § 598.314. Evidence submitted 
must conclusively demonstrate that all 
ties with other specially designated 
narcotics traffickers have been com-
pletely severed, and may include, but is 
not limited to, articles of incorpora-
tion; identification of new directors, 
officers, shareholders, and sources of 
capital; and contracts evidencing the 
sale of the entity to its new owners. 

(b) Any continuing substantial finan-
cial obligations on the part of the new 
owners to any specially designated nar-
cotics traffickers, including long-term 
payment plans, leases, or rents, will be 
considered as evidence of continuing 
control of the entity by the specially 
designated narcotics trafficker. Pur-
chase of a designated entity without 
ongoing substantial financial obliga-
tions to a specially designated nar-
cotics trafficker may nonetheless be a 
basis for subsequent designation of the 
purchaser, if the transaction is deter-
mined materially to assist in or pro-
vide financial support for the inter-
national narcotics trafficking activi-
ties of specially designated narcotics 
traffickers for purposes of 
§ 598.314(b)(1). For example, any acquisi-
tion transaction resulting in a direct 
cash transfer to or other enrichment of 
a specially designated narcotics traf-

ficker could lead to designation of the 
purchaser. Mere change in name of an 
entity will not be considered as consti-
tuting a change of the entity’s status. 

[65 FR 41336, July 5, 2000, as amended at 76 
FR 38545, June 30, 2011] 

§ 598.409 Credit extended and cards 
issued by U.S. financial institutions. 

The prohibition in § 598.203 on dealing 
in property in which a specially des-
ignated narcotics trafficker has an in-
terest prohibits U.S. financial institu-
tions from performing under any exist-
ing credit agreements, including, but 
not limited to, charge cards, debit 
cards, or other credit facilities issued 
by a U.S. financial institution to a spe-
cially designated narcotics trafficker. 

§ 598.410 Payments from blocked ac-
counts to U.S. exporters and for 
other obligations prohibited. 

No debits may be made to a blocked 
account to pay obligations to U.S. per-
sons or other persons, including pay-
ment for goods or services exported 
prior to the effective date of the block-
ing, except as authorized pursuant to 
this part. 

Subpart E—Licenses, Authoriza-
tions, and Statements of Li-
censing Policy 

§ 598.501 General and specific licens-
ing procedures. 

For provisions relating to licensing 
procedures, see part 501, subpart E, of 
this chapter. Licensing actions taken 
pursuant to part 501 of this chapter 
with respect to the prohibitions con-
tained in this part are considered ac-
tions taken pursuant to this part. 

[65 FR 41336, July 5, 2000, as amended at 68 
FR 53660, Sept. 11, 2003] 

§ 598.502 Effect of license. 

(a) No license contained in this part, 
or otherwise issued by or under the di-
rection of the Director of the Office of 
Foreign Assets Control pursuant to 
this part, authorizes or validates any 
transaction effected prior to the 
issuance of the license, unless the prior 
transaction is specifically authorized 
in such license. 
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